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SUBJECT: NEW LIBERAL CLUB SHIFTS RIGHT 

SUMMARY: NEW LIBERAL CLUB (NEC) HAS TAKEN SIGNIFICANT STEP 
TOWARD LDP IN ITS NEW ACTION PROGRAM (ADOPTED PEB. 28), WHICH 
COMMITS PARTY TO CONSIDER COALITION WITH LDP SHOULD LATTER 
LOSE ITS MAJORITY, AND BY VOTING ALONE WITH LDP TO PASS JPY 78 
BUDGET (MARCH 7). WHILE MORE CONSERVATIVE IMAGE MAY STRENGTHEN 
NEC'S APPEAL TO SOME, PARTICULARLY RURAL, VOTERS WHO HAVE 
TRADITIONALLY SUPPORTED LDP, IT STRIKES US AS RISKY STRATEGY 
POR PLEDGLING PARTY BASED ON PRESH, YOUTHPUL IMAGE. MEANWHILE, 

NEC SHIFT FURTHER INSURES CONTINUANCE OP LDP OR LDP-DOMINATED 
GOVERNMENTS IN JAPAN. END SUMMARY. 

1 . TWENTY MONTHS POLLOWING PARTY INAUGURATION, NEW LIBERAL 
CLUB (NEC) HAS TAKEN SIGNIFICANT STEP TOWARD COALITION WITH 
LIBERAL DEMOCRATIC PARTY (LDP) SHOULD LATTER EVER LOSE ITS 
DIET MAJORITY. AT ITS PIRST CONVENTION PEB. 28, NLC ADOPTED 
PROGRAM CRITICIZING JAPAN SOCIALIST PARTY (JSP) AND JAPAN 
COMMUNIST PARTY (JCP) AS UNDEMOCRATIC AND STATING THAT 
CENTRIST CLEAN GOVERNMENT PARTY (CGP) AND DEMOCRATIC 
SOCIALIST PARTY (DSP), WITH WHICH NLC IS PREQUENTLY 
ASSOCIATED, WERE NOT READY TO FORM BASIS FOR DEMOCRATIC 
COALITION GOVERNMENT IN CURRENT POLITICAL ENVIRONMENT. 
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ALTHOUGH NLC ALSO CASTIGATED LDP FOR CORRUPTION, 

DECREPITUDE, AND PAILURE TO DEVISE NEW POLICIES ON 
PRESSING ISSUES SUCH AS POOD SUPPLY, IT STATED THAT 
POR PORESEEABLE PUTURE LDP WOULD BE ONLY PARTY CAPABLE 
OP PORMING COALITION GOVERNMENT THAT WOULD PROTECT 
DEMOCRATIC SYSTEM. THEREPORE, NLC COMMITTED ITSELP 
TO CONSIDER COALITION WITH LDP, POSSIBLY ALONG WITH 
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ONE OR TWO CENTRIST PARTIES, IN EVENT LDP LOST ITS 
DIET MAJORITY. 

2. UP TO TIME OE CONVENTION, NEC HAD COOPERATED CLOSELY 
WITH DSP AND CGP, PRESSING LDP SUBSTANTIALLY TO REDUCE 
TAXES AND INCREASE WELFARE BENEEITS IN JFY 1978 BUDGET. 
BUT IN SWIFT TURNABOUT, NLC ALONE ACCEPTED LDP BUDGET 
PROPOSAL AND PROVIDED CRUCIAL BUDGET COMMITTEE SUPPORT 
TO SECURE BILL'S LOWER HOUSE PASSAGE. 

3. VERNACULAR PRESS WAS PREDICTABLY CRITICAL OE NLC 
SHIFT. MOST PAPERS NOTED THAT BY ACCEPTING IN PRINCIPLE 
COALITION WITH LIBERAL DEMOCRATS, ABANDONED BY NLC 
EOUNDERSLESS THAN TWO YEARS AGO AS HOPELESSLY CORRUPT 
AND INCAPABLE OE REJUVENATION, NLC WAS NOW OBSCURING 
ITS MISSION AND HELPING TO PROP UP DECLINING LDP. EVEN 
RELATIVELY CONSERVATIVE NIHON KEIZAI SHIMBUN WAS CON- 
CERNED THAT PARTY'S EAILURE TO SPELL OUT NEW INNOVATIVE 
POLICIES WOULD EAIL TO CONVINCE ELECTORATE THAT VOTE 
EOR NLC WAS ANY DIEEERENT EROM VOTE EOR LDP. CENTRIST 
OPPOSITION PARTIES, CAUGHT OEE GUARD BY NLC SHIET, HAVE 
REFRAINED EROM CRITICIZING ERSTWHIL PARTNERS TOO 
SEVERLY, BUT HAVE HINTED IN SPEECHES AND IN PRIVATE, 

THAT NLC WAS NO LONGER TRUSTWORTHY ALLY. IN ATTEMPT 
TO ANSWER BAD PUBLICITY, NLC LEADER KONO AND OTHR 
PARTY OFEICIALS HAVE STRESSED THAT PARTY WOULD NOT 
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JOIN COALITION WITH LDP "AS PRESENTLY CONSTITUTED." 

4. NLC DIETMEN TOLD EMBOEE THEY WERE SURPRISED AT 
EXTENT OE NEGATIVE REACTION TO POLICY ON COALITION, 

BUT JUSTIEIED SHIET ON GROUNDS THAT NEC'S IMAGE NEEDED 
SHARPER, MORE CONSERVATIVE DEFINITION TO ATTRACT NEW 
VOTERS. ONE OE PARTY'S YOUNGER DIETMEN TOLD EMBOEE 
THAT SINCE SIX NLC EOUNDERS BROKE WITH LDP IN JUNE 
1976, ATTACKS ON LDP CORRUPTION AND OPPOSITION TO 
GOVERNMENT LEGISLATION SUCH AS JAPAN-ROK CONTINENTIAL 
SHELF AGREEMENT HAD GRADUALLY CREATED IMPRESSION 
THAT NLC WAS NO DIFFERENT FROM OTHER CENTRIST OPPOSI- 
TION PARTIES FURTHER TO LEFT. HE SAID THIS IMPRESSION 
HAD BEEN ONE REASON FOR NEC'S FAILURE TO WIN MORE 
SEATS IN LAST YEAR'S UPPER HOUSE ELECTIONS. INASMUCH 

AS MANY IN NLC BELIEVE LDP WILL LOSE ITS LOWER HOUSE 
MAJORITY IN NEXT GENERAL ELECTION AND NLC BEING PRESSED 
BY VOTERS TO MAKE ITS STAND ON COALITION GOVERNMENT 
CLEAR, PARTY FELT IT SHOULD REAFFIRM ITS MISSION TO 
MAINTAIN CONSERVATIVE, DEMOCRATIC GOVERNMENT IN JAPAN, 
EVEN IF THAT MEANT ACCEPTING NECESSITY TO EVENTUAL 
TIE-UP WITH LDP. 
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5. AT SAME TIME, DIETMEN SAID, THERE WAS SUBSTANTIAL 
DIVISION WITHIN NLC LEADERSHIP OVER SHARPENING CONSER- 
VATIVE IMAGE WHICH CONTINUED UNTIL LAST MINUTE BEFORE 
CONVENTION OPENED. SECGEN NISHIOKA AND SOME OTHER 
NLC FOUNDERS ARE COMMITTED TO BASICALLY CONSERVATIVE, 
LDP-STYLE POLICIES AND SEE NO POSSIBILITY OP WORKABLE 
COALITION GOVERNMENT BEING PORMED BY NLC AND OTHER 
OPPOSITION PARTIES. SUPPORTING THEM ARE HANDPUL OF 
NLC DIETMEN ELECTED WITH SUBSTANTIAL AGRICULTURAL 
SUPPORT AND REPRESENTATIVES OF NEWLY CREATED PARTY 
ORGANIZATIONS IN RURAL DISTRICTS, WHO BELIEVE THEIR 
POLITICAL PUTURE DEPENDS ON MAKING NLC APPEAR AT 
LEAST AS CONSERVATIVE AS LDP WHOSE TRADITIONAL BASE 
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THEY ARE ATTEMPTING TO USURP. THIS ALLIANCE MANAGED 
TO OVERPOWER MORE URBAN-ORIENTED NLC DIETMEN, WHO 
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WOULD PREFER TO SEE PARTY OBSCURE ITS POSITION ON 
LEPT/RIGHT POLITICAL SPECTRUM AND CONCENTRATE ON 
DEVISING NEW POLICIES, SUCH AS INCREASING AGRICULTURAL 
IMPORTS, WHICH MIGHT APPEAL TO URBAN VOTERS. NEW 
PROGRAM, THEY PEAR, WOULD ALMOST INEVITABLY REDUCE 
PARTY'S URBAN VOTE. 

6. COALITION WAS MAJOR ISSUE AT CONVENTION, WHICH 
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OTHERWISE DID LITTLE TO ELESH OUT NEC'S RATHER SKIMPY 
PLATFORM. FOLLOWING REPORT TO CONVENTION ON DEC. 

1977 VISIT TO ROK BY NLC UPPER HOUSE MEMBER KAZUHISA 
ARITA, TWO NLC REPRESENTATIVES EXPLAINED SUPPORT EOR 
FURTHER CONTACTS WITH SOUTH KOREA AS EXPRESSION OE 
PARTY'S FAITH THAT AS ROK'S ECONOMY GROWS, AND AS 
YOUNGER GENERATION OF LEADERS EDUCATED ABROAD CAME 
TO POWER, REGIME THAT NLC CONSIDERED CORRUPT AND 
REPRESSIVE WOULD BE REPLACED BY MORE DEMOCRATIC 
GOVERNMENT. NLC HOPED TO ENCOURAGE THIS TRANSITION 
BY EORGING CLOSER TIES TO ROK OPPOSITION PARTIES. 

AT SAME TIME, NLC STILL BELIEVED JAPAN COULD BEST 
INSURE THAT NORTH KOREA RESISTED TEMPTION TO 
MILITARY ADVENTURISM BY ASSISTING ITS ECONOMIC DEVELOP- 
MENT, AND NLC MIGHT STILL ACCEPT INVITATION, OUTSTANDING 
SINCE NLC EORMED, TO VISIT PYONGYAND IF DETAILS COULD 
BE WORKED OUT. 
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7. COMMENT: NEC'S NEW PROGRAM REPRESENTS YOUNG 
PARTY'S STRUGGLE TO COME TO TERMS WITH PERCEIVED END 
OF POPULAR ENTHUSIASM WHICH GAVE PARTY ITS INITIAL 
SURPRISING SUCCESS IN 1976 GENERAL ELECTION, AND TO 
DISTINGUISH PARTY FROM REST OE INCREASINGLY CROWED OPPOSITION 
FIELD. NEED FOR NEW DEPARTURE HAS BEEN EELT EVER 

SINCE NEC'S POOR SHOWING IN LAST SUMMER'S UPPER HOUSE 
CONTEST GAVE RISE TO IMPRESSION THAT PARTY'S SWIET 
INITIAL RISE WAS EPHEMERAL, AND THAT YOUNG GROUP WOULD 
HAVE DIFEICULTY HOLDING PRESENT SEATS IN FUTURE 
ELECTIONS. LAST SUMMERS ELECTION ALSO SEEMED TO 
INDICATE THAT LDP HAD CONSIDERABLY MORE STAYING POWER 
THAN ANYONE THOUGHT IN 1976, WHEN NLC MEMBERS BROKE 
AWAY IN MIDST OE LOCKHEED SCANDAL. NLC HAS HAD TO 
FACE EACT THAT LDP LIKELY TO REMAIN, IF NOT MAJORITY 
PARTY, AT LEAST OVERWHELMING DOMINANT PARTNER IN ANY 
NEAR-TERM COALITION GOVERNMENT. IN ADDITION, GROWING 
COOPERATION BETWEEN DSP AND CGP HAS TENDED TO ISOLATE 
NLC IN DIET NEGOTIATIONS. 

8. NEW PROGRAM HAS INCREASED NLC POTENTION TO JOIN 
COALITION GOVERNMENT, AND OBTAIN CABINET SEATS, SHOULD 
LDP LOSE ITS MAJORITY, AND SHOULD HELP ATTRACT KIND 

OF YOUNG BUSINESSMEN AND PROFESSIONALS WHO FORM 
BEDROCK OE NLC SUPPORT IN MANY COMMUNITIES AND SUPPLY 
BULK OF CANDIDATES. IN ADDTIION, NEW PROGRAM WILL ALSO 
IMPROVE NEC'S ACCEPTANCE IN RURAL AREAS WHERE IT IS 
ATTEMPTING TO UNDERCUT LDP SUPPORT. 

9. AT SAME TIME NEW PROGRAM MAY WELL BACKFIRE. LDP 
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CAN NOW CLAIM WITH GREATER JUSTIEICATION THAT NLC IS 
JUST SMALL GROUP OE YOUNG MALCONTENTS WITH LITTLE NEW 
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TO OEEER. MOREOVER, CENTRIST OPPOSITION PARTIES WILL 
CERTAINLY TAKE ADVANTAGE OE NLC SHIFT TO RIGHT TO 
APPEAL TO ITS EORMER URBAN SUPPORTERS. 

10. OUR INITIAL IMPRESSION IS THAT NEC'S MOVE WILL, 

IN SHORT TERM, SOLIDIFY ITS MODEST ORGANIZATIONAL BASE 
AND VIRTUALLY GUARANTEE LDP AT LEAST ONE COALITION 
PARTNER SHOULD LIBERAL DEMOCRATS LOSE THEIR MAJORITY. 

IT ALSO REDUCES DIET-AND COALITION-BARGAINING 
POWER OE DSP AND CGP. IN LONG RUN, HOWEVER, NLC 
SHIFT MAY WORK TO DETRIMENT OE BOTH CONSERVATIVE 
PARTIES BY DENYING MANY URBAN AND UNCOMMITTED VOTERS 
ATTRACTIVE ALTERNATIVE TO SOCIALIST OR RELIGIOUS-BASED 
OPPOSITION PARTIES. MOREOVER, WHILE NLC MAY MANAGE 
TO ATTRACT SOME PRESENT LDP VOTERS WITH ITS MORE CONSER- 
VATIVE TACK, IT IS A RISKY STRATEGY FOR FLEDGLING PARTY 
WHOSE STOCK IN TRADE IS ITS FRESH YOUTHEUL IMAGE. 
SHERMAN 
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